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Countries of the Southern Cone Common Market (MERCOSUR) have met with European Union
(EU) officials to set a timeline for renewing failed negotiations for a free-trade and politicalassociation agreement. Ministers from Argentina, Brazil, Paraguay, and Uruguay met with EU
commissioners in Brussels on Sept. 2 to develop an "action plan" for an agreement that would create
a common market encompassing 700 million people.

Early 2006 meeting set for "world's largest free-trade zone"
Previous efforts to create an agreement between the two trade blocs came to a standstill in late
2004 (see NotiSur, 2004-10-15), with Latin American negotiators complaining that the EU was not
willing to make enough concessions on agricultural matters. Negotiations have been underway since
1999, but an agreement proved impossible before the Oct. 31, 2004, deadline that had been set. The
agreement would contain chapters on political dialogue and cooperation but would above all set up
a free-trade treaty.
A MERCOSUR-EU deal would come on top of a common market that MERCOSUR set up with the
Comunidad de Naciones Andinas Nations (CAN), an agreement that covered about 350 million
South Americans (see NotiSur, 2004-04-23). If the South American and European blocs joined, it
would create the world's largest free-trade zone, allowing the movement of products virtually free of
tariff barriers.
The Sept. 2 meeting brought together technical-level and ministerial representatives from the
two blocs in the EU capital of Brussels to set up further meetings for later this year and early 2006,
including another ministerial-level meeting at an "early date in 2006."
Carlos Amorim, MERCOSUR's general director from Uruguay, which currently holds the rotating
presidency of the bloc, says that "it is a little bit early" to set a time limit for the conclusion of the
process. The meeting brought together Argentine Economy Minister Roberto Lavagna; the foreign
relations ministers of Paraguay and Brazil, Leyla Rachid and Celso Amorim, respectively; and
Brazilian Minister of Development, Industry and Foreign Commerce Luiz Fernando Furlan.
On the European side, Trade Commissioner Peter Mandelson, Agriculture Commissioner Mariann
Fischer Boel, and Foreign Relations Commissioner Benita Ferrero-Waldner were in attendance.
"After a period of 'impasse' in our negotiations, the fact that this meeting may take place is in itself
a very significant step," said Ferrero-Waldner in a release. "MERCOSUR is one of the biggest trade
partners of the EU," said Mandelson. "I hope to use this meeting to reinforce our common objective
of reaching an ambitious and broad agreement to create the world's largest free-trade zone."
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Fisher Boel hoped that the two parties would be able to keep up "useful conversations" on the
agricultural section of the agreement. "In these negotiations, agriculture is an issue of greatest
importance for both sides and I hope to have fruitful discussions" on the issue, she said. Both
Fischer Boel and Paraguay's Rachid agreed that it would be positive for talks to be concluded by
May, 2006, to coincide with the Latin America-EU summit set to meet in Vienna, but they also
conceded that it was still too soon to set firm deadlines.

South American representatives seek "special treatment"
Brazil's Amorim said that the meeting allowed the groups to focus on three key topics: the
agricultural chapter of the agreement, the service sector, and the necessity for a "special and
differentiated treatment" in favor of MERCOSUR over the much wealthier EU. MERCOSUR
hopes to get privileged access for its agricultural products in the European market, while the EU
is calling for better negotiating conditions for its service-sector businesses operating in South
America. Amorim mentioned "the importance of agricultural offers," an issue of major interest for
MERCOSUR, but also the necessity to set sanitary and phytosanitary rules for agricultural trade, as
the EU is stipulating.
Argentina's Lavagna said he was glad that the joint statement included "the recognition of a
differential treatment, attentive to the different magnitude, power, etc., of the economies of the
EU and MERCOSUR." He said there was such an acknowledgment when preliminary meetings
between the blocs began in 1995, "but it was lost in the technical meetings." Lavagna expressed the
desire that the trade treaty between the groups be designed so that it "contributes in reducing the
socioeconomic differences between the two regions" and that it be "balanced and advanced keeping
those differences in account." Yet it was just those disparities that previously sunk negotiations.
MERCOSUR negotiators feared that competition with the EU's agricultural sector, highly subsidized
and technologically developed, would demolish their domestic food producers. Getting a concession
from EU ministers that would require them to reduce subsidies to European farmers in some way
seems highly unlikely, but it tops the demands of MERCOSUR negotiators. If a trans-Atlantic pact
does come together, it could potentially put the US at a relative disadvantage to the EU in the South
American market.
Talks toward a Free Trade Area of the Americas (FTAA), a pact that would have included 34 nations
of North and South America, are currently stalled and are likely to remain that way as an increasing
number of left-leaning Latin American presidents maintain chilly relations with the administration
of US President George W. Bush. Since the failure of FTAA negotiations, the US has been reduced
to negotiating smaller multilateral treaties like the Central American and Andean free-trade
agreements.
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